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1.  Labour market situation in the peer country  
This paper has been prepared for a Peer Review within the framework of the Mutual 
Learning Programme. It provides information on Belgium’s comments on the policy 
example of the Host Country for the Peer Review. For information on the policy 
example, please refer to the Host Country Discussion Paper. 
The Belgian wage setting system can be charac terised by two main points. First of all, 
it is highly institutionalised, combining regulation with strict procedures for decision-
making and encompassing the wage setting of nearly all employees. Secondly, it is 
free in the sense that voluntary agreements between employers and employees can 
be made at any level as long as lower level agreements respect employees ’ rights of 
higher level agreements. For example, any wage agreement at the company level 
cannot set wages below a sector or national agreement. The legal structure for this 
bargaining system has been in place since 1968. 
This basic framework is key to understanding the policies regarding minimum wages in 
Belgium. Since 1975, the national minimum wage is determined by the National 
Labour Council (Nationale Arbeidsraad – Conseil National du Travail) by the social 
partners - the employers’ and employees’ representative bodies. Any agreement 
reached by the National Labour Council legally applies to all workers and employers, 
as if it were law, and can only be overruled in by-laws. It is worth noting that, in 
addition to the minimum wage, the social partners at the national level also agree on 
a maximum increase of wages (the so called ‘wage norm’), which is, as a rule, non-
binding but closely followed in lower level agreements.  
The freedom of bargaining is mainly implemented and dominated by sector level 
agreements which are issued by joint committees. Extension of these agreements by 
the Ministry of Labour is common practice, so there exist s an additional minimum 
wage for nearly all sectors (the exception being the joint committees for companies 
that are ‘not elsewhere classified’). Rycx2, in a review of minimum wages in Europe, 
describes Belgium as a strong example of a complex minimum wage system, as , in 
2007, only 6.9% of Belgian workers were working at the minimum wage in 
comparison to 9.5% in the UK. In contrast, 11.4% of employees receive sector 
minimum wages. In Germany, another complex-minimum wage country, this is 19%.  
Table 1: the national minimum wages (EUR) and Kaitz indices (%) in Belgium, France, 
the Netherlands and the United Kingdom (2000-2014) 
 
 
 
 
 
 
 
 
 
 
                                        
2 
Rycx, F., & Kampelmann, S. (2012). Who earns minimum wages in Europe? New evidence based on 
household surveys. Brussels: European Trade Union Institute.  
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 Minimum wage Kaitz index 
Year BE FR NL UK Belgium FR NL UK 
2000 1 095.89 1 049.49 1 092.00 952.23 48.8 n.d. n.d. 34.2 
2001 1 117.88 1 083.29 1 154.50 977.41 47.5 n.d. n.d. 33.0 
2002 1 140.24 1 127.23 1 206.60 1 109.29 47.6 n.d. 49.3 34.6 
2003 1 163.02 1 154.27 1 249.20 1 063.80 46.2 n.d. 47.7 34.5 
2004 1 186.31 1 215.11 1 264.80 1 054.20 45.5 n.d. 46.1 36.5 
2005 1 210.00 1 286.09 1 264.80 1 134.67 45.7 n.d. 45.5 37.9 
2006 1 234.00 1 217.88 1 272.60 1 212.61 45.5 n.d. 44.1 37.9 
2007 1 259.00 1 254.28 1 300.80 1 314.97 45.3 46.9 44.2 38.9 
2008 1 309.60 1 280.07 1 335.00 1 242.24 47.3 46.5 44.2 38.2 
2009 1 387.50 1 321.02 1 381.20 995.28 45.8 47.0 43.9 38.6 
2010 1 387.50 1 343.77 1 407.60 1 076.46 44.7 46.5 44.7 38.7 
2011 1 415.24 1 365.00 1 424.40 1 136.22 44.3 46.1 43.6 39.1 
2012 1 443.54 1 398.37 1 446.60 1 201.96 n.d. n.d. n.d. n.d. 
2013 1 501.82 1 430.22 1 469.40 1 264.25 n.d. n.d. n.d. n.d. 
2014 1 501.82 1 445.38 1 485.60 1 216.75 n.d. n.d. n.d. n.d. 
Source: Eurostat. Note: the Kaitz-index before 2008 uses the mean wage in Nace Rev. 1.1 C to K (industry 
and services excluding public administration), from 2008 onwards this is Nace Rev. 2 B to N (business 
economy). 
Despite the layered system, the minimum wage in Belgium is fairly high in comparison 
with most other European countries, including the UK. However, it is close to the 
levels in neighbouring France and the Netherlands (see table above). Indicating the 
position of the minimum wage in the wage distribution (commonly referred to as the 
‘bite’), the Kaitz index expresses the ratio of the minimum wage to the mean pay 
level. As such, Belgium, France, and the Netherlands have a relative minimum wage 
that is higher. The minimum wage in Belgium is also automatically adjusted whenever 
the moving average of a special cost of living index (gezondheidsindex – indice santé) 
has changed by 2%. There is, therefore, a steady nominal increase in the minimum 
wage, which keeps pace with the average wage growth, as most wages are also 
indexed. In the last decade, in addition to the automatic indexation, a real increase of 
the national minimum wage of 50 EUR per month was also agreed upon in 2008. 
The economic context for wage setting in Belgium is shaped by an employment rate 
which has been below the European average since the 1980s for men (66.9% vs. 
69.6% in the current EU-28 in 2012), and a lower but strongly rising employment rate 
for women (56.8% vs. 58.5%). The total employment rate in 2012 in Belgium is 
61.8%, in the EU-28 this is 64.1% and in the UK 70.1%. At the same time 
unemployment is, from a European perspective, at an average level and remarkably 
stable over the last decade, with a low of 6.6% in 2001 and a high of 8.5% in 2005, 
before the economic crisis. Finally, income inequality is at a low and stable level, with 
a p80/p20 ratio (the ratio of the 80th income percentile to the 20th income percentile) 
of 3.9 in 2011, in comparison with 5.1 in the EU-28 and 5.3 in the UK. 
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2. Assessment of the policy measure 
In terms of scope, both Belgium and the UK have nation-wide minimum wages.3 
However, the minimum wage in the UK is state imposed, while the Belgian minimum 
wage is an institutionalised agreement between social partners. It is therefore less 
likely to have austerity measures which impact minimum wages in Belgium, in 
contrast to the slower pace of adjustments of the UK minimum wage during the 
economic crisis. 
In addition to the national minimum wage, as was noted above, wage setting in 
Belgium predominantly happens at the sector level. There are two main effects from 
this: firstly, wages are kept out of the competition between companies within these 
sectors. This prevents monopolies arising from lowering wages to unsustainable levels. 
Secondly, any positive impact of minimum wages on wage inequality as well as 
employment stems from the level of the minimum wage relative to the wage 
distribution in the sector. The national minimum wage has little impact in sectors 
paying above average wages. 
The sector minimum wage in Belgium, in practice, is the lowest negotiated pay level. 
In should be noted that a (small) number of sectors has a guaranteed minimum 
income level as well. In Belgium, this pay level is part of a wider scale of negotiated 
pay levels specific to the sector’s economic activity. In the UK, the introduction of the 
minimum wage followed the abolition of wages councils that fulfilled a similar role 
(albeit for a limited number of sectors) and the decline of unionisation. The 
replacement of these wage councils also does away with practices such as automatic 
adjustment to the cost of living. Questions arise as to whether having the national 
minimum wage as a solid ground could result in a reappearance of such structures.  
This could be the case when (low wage) employees start comparing their wages to the 
minimum wage, and demand this relative distance to be preserved. This spill-over 
effect may become quite important and de facto reinstall the idea of pay scales, after 
which this practice can be institutionalised again.  
The introduction of the minimum wage in the UK, as shown in the Host Country Paper, 
has had a dramatic effect on the pay levels of women, reducing the gender pay gap. 
In Belgium, the strong institutionalisation of wage bargaining and de-emphasis on 
individual wage negotiations is likely to account for the very low gender pay gap that 
has persisted in Belgium (in 2012, the hourly gender pay gap was 10.2%, as opposed 
to 16.2% in the EU-27 and 20.1% in the UK). This is not due to a selection effect of 
women in employment in the context of high minimum wages, as the female 
participation rate in the labour force has risen considerably in the last decades. 
However, in more recent years, the employment of (mainly) women in low pay service 
jobs has had to be subsidised by the government (through the system of service 
vouchers in especially the cleaning and personal service sectors) in order to ensure 
they remain in employment or to encourage a return to the formal labour market.4  
In Belgium, as well as in the UK, the minimum wage for young workers is set at lower 
levels. However, in 2000, an EU Directive was issued which bans labour market 
discrimination based on gender, religion, sexuality, and age. Belgian social partners 
took this as an opportunity to abolish the age differences in the minimum wage. T he 
Belgian system for young people has been gradually catching up with the full 
minimum wage from April 2013. In fact, at the sector level, most joint committees 
have already implemented such changes. Any age discrimination in the national 
                                        
3 At the sector level, regional minimum wages do exist in Belgium, typically in mining, food processing, and 
textile industries. 
4 See also: Eurofound, ‘Belgium, service vouchers’, by Edwin Horlings, 
http://www.eurofound.europa.eu/areas/labourmarket/tackling/cases/be004.htm   
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minimum wage will be abolished in Belgium from 2015 onwards, leaving only two 
steps in the minimum wage which already apply for employees over 21 (i.e. after 6 
months and after 12 months seniority). As a result, young employees will gain 
between 147.64 EUR and 270.33 EUR monthly gross. It remains to be seen whether 
this will affect the entrance of young workers in the labour market. 
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2. Assessment of the success factors an
 transferability  
The UK Host Paper mentions the scientific approach of the Low Pay Commission as an 
important success factor, involving close monitoring of the (employment) effect of 
minimum wages through the proper collection of data. As the minimum wage in 
Belgium was introduced before the information-age and in the heydays of corporatist 
wage bargaining (where the margins for negotiation were larger), such monitoring has 
never been introduced. Nevertheless, the state’s soc ial security institutions have 
nearly complete wage and job data, which could easily be complemented with 
information regarding the statutory minimum wage (i.e. the collectively agreed pay 
scale). Such a practice would allow monitoring of the effects of collective agreements 
and comparative analysis over industries. The current efforts in setting up an 
inventory of pay scales accessible to the public are a necessary step towards this goal. 
Besides these political moves, it is also remarkable that in academics in Belgium, in 
contrast to the UK and the US, there is less interest in minimum wages than in most 
of the other wage bargaining institutions (employment protection legislation, wage 
indexation, unemployment benefits and duration, etc.) This is further troubled by the 
fact that in the public debate minimum wage raises are still seen by trade unions and 
anti-poverty lobbyists as a measure against poverty than as an incentive to work, a 
correction of market failure, or a means to control wage and income inequality. 
Secondly, the function and composition of the Low Pay Commission in the UK 
contrasts with that of National Labour Council in Belgium. The Low Pay Commission 
does not only set the minimum wage, it also reviews the consequences by 
commissioning policy evaluations. The Belgian National Labour Council has a less 
collaborative character, consisting of opposing parties from the employers’ and the 
employees’ sides. It should be noted, however, that there are two closely connected 
institutes supporting the collective bargaining process: one is the Central Economic 
Council (Centrale Raad voor het Bedrijfsleven – Conseil Central de l’Economie), whose 
main task is to propose an upper limit for wage growth, the other is the Federal 
Planning Bureau, which provides projections and forecasts. Nevertheless, the number 
of studies on wage bargaining in these organisations does not match the work of the 
Low Pay Commission, and the process of setting the minimum wage in Belgium 
primarily depends on an autonomous process of social dialogue. For example, the real 
increase in the minimum wage in 2008 was included in a broader bargaining package, 
linked to the intersectoral national agreement. 
Thirdly, it was made explicit that the minimum wage in the UK should be clear and 
uniform. In contrast, the Belgian matrix structure of minimum wages (over sectors 
and functional levels) is very complex. The base national minimum wage is 
complemented by a differentiated set of sectoral minimum wages. Inspection and 
enforcement is difficult since it is not always clear under which joint committee the 
employer comes, and a final determination of the relevant pay scale for the employee 
can only be done in labour court. The Host Paper mentions the decision not to have 
sectoral minimum wages because of possible ‘escape strategies’ by companies - a 
practice which is indeed found in Belgium (‘shopping’ between joint committees). On 
the other hand the pervasive practice of extending collective agreements, makes the 
minimum wages binding for all employers in the sector. Also, the Belgian national 
monthly minimum wage is in fact an average that needs to be realized twelvefold over 
the span of one year. As a result, it is not easy to simply ‘hire someone at the 
minimum wage’, and specific regulations for special worker types may be ineffective 
because they are not well known. A project has been launched to offer transparency 
on wage agreements. The recent harmonization of the employment regulation of 
white- and blue-collar workers may be an opportunity to provide more clarity, which is 
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an asset in the case of the UK. However, such a movement for transparency is absent 
in Belgium. 
Fourthly, the Low Pay Commission has been very cautious from the onset in raising 
the minimum wage, in order not to put jobs at risk. Clearly, the empirical findings in 
studies of the effects of minimum wages do not suggest a negative employment 
effect, but these studies refer to moderate increases. When introducing a minimum 
wage, choosing the right level is inevitably a balancing act. Table 1 indicates that the 
Kaitz index for the UK goes up four percent while the Kaitz index for Belgium goes 
down four percent between 2000 and 2011 (note that the Kaitz indices before and 
after 2008 use a different denominator). While clearly converging, the difference is 
that this is done voluntarily in the UK and automatically (through indexing without 
further real increases) in Belgium. Nevertheless it was not until 2006 that the 
minimum wage in the UK in absolute terms was as high as in Belgium, and this soon 
changed during the recession. A lesson to be learnt from this approach is to take 
careful steps when applying changes to Belgian minimum wage policies, such as the 
planned abolishment of exceptional schemes for young employees. This may 
effectively ease the process of introducing such changes, as was the case in the UK. 
Another element of caution is the openness to reversal of agreements when the 
expected results are not achieved, and the decision on evaluation criteria and timing 
beforehand. 
Finally, it can be argued that when minimum wages are set by law, as in the UK, they 
take the unemployed into account, while minimum wages that are set in collective 
agreements, as in Belgium, tend to protect the employed. This may explain why 
Belgium’s minimum wages in general are higher. In addition, the fact that only a small 
number of employees directly receive the minimum wage eases the negotiations. 
Furthermore, wide-ranging unemployment benefits, and regional public employment 
services are in place to maintain and enhance the skills of the unemployed. Again, 
referring to the evidence-based approach of the Low Pay Commission, respecting the 
status of the social partners, it would be a step forward in Belgium if societal 
externalities were made explicit while negotiating minimum wage setting, for example 
the expected impact on the risk of poverty, job losses, income inequality and 
redistribution, as well as economic considerations on the feasibility of rises.  In this 
regard it is important to stress that the national minimum wage in Belgian remains a 
reference point for sectoral minimum wage setting, however, the real impact is a 
matter of empirical research which is currently missing. It is also important to note 
that the minimum wage has a reference role among others for possible increases in a 
range of social benefits (not the least unemployment benefit and the danger of 
‘unemployment traps’). 
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3.  Questions 
 The cautious approach implies that the minimum wage in the UK would not 
automatically be adjusted to the cost of living. In the early years, this was also in 
the interest of workers, as inflation levels were low. In hindsight however, the 
minimum wage in the UK has kept the pace with the evolution of average wages 
and by and large with inflation as well. We could therefore argue that, once the 
minimum wage is established, the automatic adjustment to the cost of living could 
be considered and contribute to the clarity. Do you share this view or do you still 
see advantages to the continuous fine-tuning of the minimum wage? 
 How does the minimum wage affect other vulnerable groups besides women 
(migrant workers, elderly, impaired, etc.)? 
 In Belgium, the tax on low wage earners is still very high. This may act as a buffer 
to raises the minimum wage, by lowering taxes and therefore keeping labour costs 
at a constant level. In what way has taxation, which is lower in the UK, been 
considered when setting the minimum wage? Are evaluation studies take this 
interaction between minimum wage, net income and tax into account and what are 
the conclusions in this regard? 
 Would you conclude that the national minimum wage substitutes or prevents 
sector agreements, or could it form the reference level for future sectoral wage 
scales? 
 The Belgian minimum wage has mainly importance for low-skilled blue-collar jobs. 
Until recently this category of workers had a very low employment protection 
regulation. As part of a harmonisation process, this employment protection 
legislation has recently changed in a more strict way. Have such policies been 
taken into account when evaluating the minimum wage in the UK? What are the 
main findings in this regard? 
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4.  Annex 1: Summary table  
Labour market situation in the Peer Country 
 Wage setting in Belgium is highly institutionalized and free. 
 There is a national minimum wage as well as sector minimum wages which are 
more important. 
 The national minimum wage and its bite relative to the mean wage is high. 
 Employment rates are below the European average, unemployment is on average 
but more stable than elsewhere, and income inequality is low. 
Assessment of the policy measure 
 Both countries have a nation-wide minimum wage, but in the UK it is by law, 
while in Belgium it takes the form of a binding agreement. 
 In contrast to the UK, Belgium has sector level agreements, which increase the 
bite of the minimum wage. 
 The strong effect of minimum wages on the gender pay gap in the UK has long 
been found in Belgium. 
 Following European legislation, separate minimum wages for young workers will 
not exist anymore in Belgium from 2015 onwards. 
Assessment of success factors and transferability 
 The scientific approach should inspire Belgian policy monitoring as well as the 
academic debate on minimum wages. 
 The Low Pay Commission in the UK as a decision body has different interest 
compared to the National Labour Council in Belgium. As a monitoring institute, 
however, it may inspire the supporting institutions in Belgium.  
 The clarity of the minimum wage in the UK may enhance the effectiveness. When 
working towards harmonization of worker statutes, clarity and transparency 
should be the aim of Belgian policy. 
 The cautious introduction of the minimum wage may be a good practice in 
general for wage bargaining in difficult times. 
 It is recommended that the social partners make choices affecting outsiders 
explicit. 
Questions 
 Having an established minimum wage, could automatic adjustment to the cost of 
living be considered? 
 Appreciating the positive effect on the wages of women, what can be said about 
other vulnerable groups? 
 In what way have taxes intervened in setting the national minimum wage in the 
UK? 
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 Does the national minimum wage substitute or complement (future) sector wage 
scales? 
 Is employment protection legislation taken into account when setting and 
evaluating minimum wages in the UK?  
 
